
IAWC EXHIBIT 1.0-Supp 

ILLINOIS-AMERICAN WATER COMPANY 
AMERICAN WATER WORKS COMPANY, INC., 

THAMES WATER AQUA US HOLDINGS, INC., and 
THAMES WATER AQUA HOLDINGS GmbH 

SUPPLEMENTAL STIPULATION TESTIMONY 

OF 

TERRY L. GLORIOD 

pocket 06-0336) 

OFFICIAL FILE 
ICC 



1 
2 
3 
4 

5 I. 

6 Q1. 

I A. 

8 Q 2 .  

9 

10 A. 

11 11. 

12 Q3. 

13 A. 

14 

15 

16 

17 

18 

19 

20 111. 

21 Q4. 

22 

23 A. 

24 

25 

SUPPLEMENTAL STIPULATION TESTIMONY 
OF 

TERRY L. GLORIOD 
(Docket 06-0336) 

WITNESS IDENTIFICATION 

Please state your name. 

My name is Terry L. Gloriod. 

Are you the same Terry L. Gloriod who submitted direct and rebuttal testimony in 

this proceeding? 

Yes 1 am. 

PURPOSE O F  TESTJMONY 

What is the purpose of your supplemental stipulation testimony? 

The purpose of my supplemental stipulation testimony is to discuss a stipulation entered 

into by Illinois-American Water Company, American Water Works Company, Inc. 

("AWW"), Thames Water Aqua US Holdings, Inc. and Thames Water Aqua Holdings 

GmbH (collectively, "Joint Applicants") and the Office of the Illinois Attorney General 

("AG"). 1 also will discuss a stipulation entered into by Joint Applicants and the Utility 

Workers Union of America ("UWUA"), AFL-CIO, and UWUA Local Union Nos. 640, 

500 and 405. 

THE STIPULATIONS 

Please describe circumstances relating to the Stipulation between Joint Applicants 

and the UWUA. 

On October 2. 2006, the UWUA filed a petition to intervene in this proceeding, which 

was granted on November 30,2006. Since that time, discussions between AWW and the 

UWUA have been on-going. As a result of the discussions, an agreement was reached 
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between AWW and the UWTJA resolving all issues of concern to the UWUA ("Union 

Agreement"). The Union Agreement is reflected in Stipulation Exhibit A. 

Please describe circumstances relating to the Stipulation between Joint Applicants 

and the AG. 

During the pendency of this proceeding, Joint Applicants and the AG have engaged in 

discussions in an attempt to resolve issues raised by the AG in this proceeding. As a 

result of the discussions, an agreement was reached between Joint Applicants and the AG 

resolving the issues raised by the AG ("AG Agreement"). The AG Agreement is 

reflected in Stipulation Exhibit B. As indicated in Stipulation Exhibit B, the Union 

Agreement is attached to and referenced in the AG Agreement. 

Should the Union Agreement and the AG Agreement reflected in Stipulation 

Exhibits A and B be approved? 

Yes. Stipulation Exhibit A and Stipulation Exhibit B reflect the terms deemed reasonable 

by the Joint Applicants and, respectively, the UWUA and the AG to resolve all issues of 

concern to these parties. The provisions of Stipulation Exhibits A and B are therefore in 

the public interest and should he adopted by the Commission in its final order in this 

proceeding. 

Does this conclude your testimony? 

Yes it does 
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VERIFICATION 

I, Teny L. Gloriod, certify that: (1) I am President of American Water Works Company, 

Inc., Central Region; (2) I sponsor the attached Supplemental Stipulation Testimony of Teny L. 

Gloriod, IAWC Exhibit 1.0-Supp (“Supplemental Testimony”); (3) I have personal howledge of 

the information stated in the Supplemental Testimony; and (4) such information is true and 

correct to the best of my knowledge, information and belief. 

Terq’L. Glofiod 

SUBSCRIBED and SWORN to before 
me this &day of February, 2007. 

Lodn,&J /d-a-p 
Notary Public 

i 

My commission expires: /a  7 
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Stipulation Exhibit A 

STATE OF ILLINOfS 
LLLLNOIS COMMERCE CObLWISSION 

lLLI"JIS-AMEF3CAN WATER ) 
COMI'ANY, AMERICAN WATER ) 
WORKS COMPANY. mc., THAMES ) 
W4' fER AQUA US lIOLDTNGS, mC., 1 
and Tflrlh4ES WATER AQUA HOLDINGS 1 
C i b l I  1 

) Docket No. 06-0336 
Joint Application For Approval of Proposed ) 
Reorganization and Change In Control of 1 
Illinois-American Water Company 1 
Pursuant To Section 7-204 orthe llliriois ) 
I'uhlic Cltilities Act. j 

SI'IPL'LATlOh' HETNIXN J0l.W' APPLKANTS AND 
LTIU'I'l' WORKE'IU' UR'IOS OF AMERICA 

Illinois-American Waier Company ("IAWC"), American Water Works Company, Inc. 

("AWW"), Thames Water Aqua US Fioldings, Inc. and Thames Waler Aqua Holdings CIrnbFi 

(collectively, "Joint Applicants"), and Utility Workms Union of A m e l k ,  AFL-CIO m d  the 

IJtiiiry Workers Union of America Local Xos. 640,500 & 405 ("LWJA''j hereby stipulate in lhc 

above-referenced proceeding  it^ follows: 

1. For a period ofthree years from the date. of the Illinois Commerce Commission 

("Conirnission") Order in this case (and after it has first notified IAWC empioyees), IAWC will 

notifj' tfie Commission and irapplicable, the Utility Workers b i i l r i  o f  Anreria, AFi,-(:iO uf a 

planned reduction o T j %  or more in IAWC's work force. 

2. AWW will continue to fwtd the pension p h s  of the union and non-union 

cmployces of IAWC in compliance with the Emplovee Retirement lnconie Security Act 

["ERISA") and the Pension Protection Act of ZOO6 j"PP.4"). IAWC will not seek lo recover 

from it? customen any increased pcnsion funding expense or olher costs that would be incurrm! 



to remedy any viulatiiin of ERISA's minimum funding requirements during RWE's ownership it' 

it  should be determined that any such viulatiun h occurred. Neither AWW nor IAWC is awae 

uf: nor do hey believe that, an); such violation has occurred. 

3. For one year following the occurrence of the IPU, staffing levels for collectively 

bargained employees will not drop below 90% of the number of coilectivdy barguined 

individuals employed by IAWC on January 1.2007 (excluding those employees hired on a 

remporary OF limited duration basis). Likewise, for one year following the occurrence ofthe 

IPO, srairing levels for all crnployees (union and non-union collectively) will not drop below 

90% of the number of individuals employed by IAWC on January 1,2007 (rtucuding those 

employees hired on a ernpomry or limited duration basis). 

4. IAWC agrees to honor all terms and conditions of the existing collective 

bargaining agreements betwwn IAWC and the applicable local union of the Utility Workers 

Union uf Arnericn (the "Collective Bargaining Agreemenrs") through the termination dates of 

those agreements. Any successor to iAWC will assume the Collective Bargaining Agrcements 

and dl obligations thereunder through the termination h t e s  of those agreements, 

5 .  The terms set forth in Paragraphs 1-4 resolve issues of wncem to UWUA in dus 

proceeding pertaining to collectively bargained employees. 

6. Subject io this Slipidation, the Joint Appliciuits and the UWUA agree that the 

Commission sliould i ipprw~ Ihr Verified Application filed by Joint Applicants ttn April 2 I ,  2006 

and tha the Commission should grant such other approvals as the Commission may determine 

necewdv to effect the Proposed Transaction. 
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Respectfully submirted, 

lLLlXOIS-t%G3UC.~' WATER 
COMPANY, .4h4EK I CAN WA'I'ER 
WORKS COMP.4W. INC., TKAMES 
W A ' E R  AQlJA IJS 110LIIINCIS, NC.. 
mid T&L?ES WATER AQUA HOLDINGS 
Grntil 

President, Central Region, American 
Watrr Works Company. Inc. 

LJTILI'I'Y WORKERS LWION OF AMERICA, 
AFL-CIO AND THE IiTILITY WORKERS 
UNION OF .WERICA LOCAL br6s GO, so0 

. .  
.4ttontey for IMity'&'o'orkers Cnion of 
America 6t UWUA Imai Nos. 640,500 
& 405 
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STIPULATION EXHIBIT B 

STATE OF ILLINOIS 
ILLLNOIS COMMERCE COklhllSS1ON 

II.I.INOIS-AMERIC,~N WATER 
COMPANY. AMERICAN WATER 
WORKS COMI'ANY, INC.. THAMES 
W 4 T E R  AQUA US IiOLDINGS, INC.. 
m d  ' f l  tAMES WAI'EK AQUA HOLDINGS 
GmhH 

Joint Application For Approval of Proposed 
Reorganization and Change In Control o f  
I Ilinois-American Water Company 
Pursuant To Section 7-204 ofthe lllinois 
Public Ctilities Act. 

STIPULATION BETWEEN JOlRT APPLICAYTS AND 
THE OFFICE O F  THE 1LLI.VOIS ATTORNEY G;ENEH.QL 

Illinois-American Water Company ("IAWC"). American Water Works Company. fnc. 

( " A W W "  or "American Water"). Thames Water Aqua US Holdings, Inc. ("TWAUSHI"). 

Thames Water Aqua Holdings GmbH ("Thames Holdings") (together, "Joint Applicants") and 

the Oftice ofthe Illinois Attorney General ("AG") (collectively referred to herein as the "Parties") 

hereby join in this Stipitlation between Joint Applicants snd the AG ("Stipulation"). 

INTRODUCTION 

On April 21, 2006, Joint Applicants filed a Verified Application for consent and approval 

pursuant to Section 7-204 ofthe Illinois Public Utilities Act ("Act"). 220 ILCS Y7-204 ("Section 

7-204"). of the (i) sale by Thames Holdings o f  up to 100% of the shares ofcommon stock of 

AWW.  IAWC's immediate corporate parent, in one or more public offerings; and ( i i )  the merger 

u f  American Water's immediate corporate parent, TWAUSHI. with and into American Water. 

with American Water being the surviving corporation (collcctively, the "Proposed Transaction"). 

Hy this Stipulation. the Parties agree and recommend that the Illinois Commerce Commission 

("Commission") enter a Commission Order granting its consent and approval to the Vorilied 



,Application and che Proposed Transaction. and that the Commission should grant such other 

i~ppru~als  as thc Commission tnay determine necessary to effecc the Proposed Transactioii. 111 

this Stipulation. the Parties also agree and recommend that the Commission condition consent 

nnd approval ofthe Proposed Transaction on ccrtain commitments and undertakings 

contemplated in the Stipulation. 

In support ofthis Stipulation, the Parties state that: 

PARTIES AND PROCEDURAL HISTORY 

I. IAWC, AWW. TWAUSHI snd'lhames Holdings initiated this proceeding on 

April 21. 2006 by tiling a Verified Application. 

2. On May 12, 2006. the A G  filed a petition to intervene in this proceeding, which 

the Commission granted on May 24, 2006. The AG intervened on the grounds that the AG has a 

duty to ensure that Illinois water consumers receive adequate, efficient, reliable and 

environmentally safe public utility serviccs in a manner that protects the public health, safety and 

welfare. and that i s  provided at the most reasonable price. The AG asserted that the People o f  the 

State o f  Illinois, as consumers ofwater, wi l l  be affected by any order entered by the Commission 

in this proceeding. 

3. On May 15, 2006, the Village ofHomer Glen tiled a petition to intervene in this 

proceeding. which the Commission grantcd on May 24,2006. 

4. On June 19. 2006. the City ofchampaign filed a petition to intervene in this 

proceeding. which the Commission granted on June 28, 2006. 

5 .  On July 12,2006, the Village ofBolingbrook filed a petition to intervene. which 

the Commission granted on J u l y  3 I. 2006. 

6. On July 31, 2006. the City of Urbana filed a petition to intervene. which the 

Cummission granted on October 6. 2006. 

- 2 -  



7,  On October 2.  2006. the lilility Workers L'nion of:.\tnerica("ti\h:ljA"). AFL- 

CIO. 3nd UWUA Local Union Nos. 640. 500 and 405 l i l d  a petition to int?rvcne. which thc 

Commission granted on November j0. 2006. 

8. The partics havc cngaged in extensive discoverq and l i a w  filed trstimony in  

accordance with the orders entered by the Adminislrative Law Judge. 

TERMS OF THE JOINT STIPULATION 

9. The  Joint Applicants have asserted that the Proposed Transaction meets the 

criteria of Sectiori 7-204 of the Act and infer d i u  will not adversely affect IAWC's  policies with 

respect to service to customers, employees. operations. financing, accounting, capitalization. 

rates, depreciation, maintenance, or other matters affecting the public interest o r  utility 

operations. IAWC will continue to provide safe. adequate and reliable service in fulfillmenr o f  

its obligations under Illinois and federal law. 

I O .  The Joint Applicants have also asserted that the Proposed Transaction will not 

impair IAWC's ability to maintain a reasonable capital structure that is representative of other 

utilities, nor will the Proposed Transaction significantly impair IAWC's ability to raise necessary 

capital on reasonable terms. 

I I. The Parties jointly recommend that the Commission enter an Order approving the 

Verified Application and granting the consent and approval of the Commission to the Verified 

Application and the transactions conreinplated therein pursuant to the provisions of Section 7-  

204 of the Act. subject to the conditions stated herein. arid that the Commission shoiild grant 

such other approvals as  the Commission (nay determine necessary to effect the Proposed 

Transaction. 

12. With regard to certain labor and eniploymcnt matters. the Joint Applicants, Utility 

Workers Llniun o f  America ("UWUA").  AFL-CIO and U W U A  Local Llnion Nos. 640. 500 and 
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405 haw entcrcd into a separate Stipulation. aflached as Ridcr A. nhich i s  hcreby incorporatcd 

b! ret'erunce into this Stipulation 

13. In furtherance and support by the Parties for the rel ief  sought in the Verified 

Applicatiun, the Panics have ncgotiatcd various conditions that IAWC and A W W  support for 

purposes o f  this Stipulation. Specifically, AWW and IAWC undertake in this Stipulation the 

Ibllowing conditions: 

A. IAWC wi l l  pass through to IAWC's customers. in future rate cases, any actual 
savings from cflicicncics resulting from the Proposed Transaction and the 
continued ownership o f  IAWC by AWW. 

The Proposed Transaction wi l l  not adversely affect IAWC's policies with respect 
to service to customers, employees, operations, financing, accounting. 
capitalization. rates, depreciation, maintenance. or other matters af'fecting the 
public interest or utility operations. 

IAWC wi l l  provide safe, adequate and reliable service in fulfillment o f  its 
obligations under Illinois and fcderal law. 

IAWC wi l l  continue to make contributions to the state and local economies. and 
continue IAWC's commitment to be a good corporate citizen in the local 
communities IAWC serves. 

IAWC wi l l  make no attempt to recover through IAWC's rates any costs ofthe 
Proposed Transaction: purchase price, goodwill, early termination payment, 
change in control payment, incentive or retention bonus payment in connection 
with the Proposed Transaction, either directly or indirectly through American 
Water Works Service Company, Inc., or any other affiliate. or by any other means. 

I A W C  wil l  not recover from IAWC's customers or have IAWC's customers fund 
any portion o f  the costs of the Proposed Transaction. including financial, legal. 
severancr payments. regulatory fees. investment services or the installation o f  the 
initial procedures for compliance with the Sarbanes -- Oxley Act o f  2002 (Pub, L. 
No. 107-204, I16 Stat. 745, also known as the Public Company Accounting 
Rcforni and Investor Protection Act of2002 ("Sarbanes-O~le~"). 

For three years following the date o f  the Order, IAWC wi l l  maintain its equity-tu- 
capital ratio between 40% and 50%. If the equity-to-capital ratio falls outside of 
this range. IAWC wi l l  noli& the Commission in writing within 30 days. 

B. 

C. 

D. 

E. 

F. 

G .  
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t-1. IAWC wi l l  Flow through to the benefit o f  i ts  customers. undcr the Commission's 
iiormal raremaking procedures. any lo\ver cost ofdebt kipplicable to IAU'C as a 
result o f  i ts  rclatinnship with A W W  in fiiture gcncral rate cases. 

IAWC shall inform the Commission ufan) changes to the corporate credit ratings 
o f  AWCC by filing a copy o r  the complete credit report. within 15 days o f  
publication. with the Chief Clerk o f  the Commission with a sccond copy provided 
to the Finance Department Manager. In addition. the reporting requirement shall 
be extended to American Water should Moody's Investors Service. Standard & 
Poor's, or Fitch Ratings rate i ts  indebtedness or overall credit\vorthiness. 

A W W  wi l l  nut issue any debt that pledges as sccurity or otherwise encumbers the 
assets of IAWC. 

The payment for A W W  stock wi l l  not be recorded on IAWC's books 

IAWC wi l l  not bear any costs incurred to comply with any law, regulation. 
standard, or practice ofthe United Kingdom, Federal Republic of Germany. 01 

European Community necessaly IO complete the Proposed lransaction. 

A W W  or IAWC wi l l  file the following reports with the Commission or provide 
the relevant Securities and Exchange Commission website where such reports are 
available: AWW's quarterly interim reports to i t s  sharelioldcrs: AWW's  annual 
reports to its shareholders; and AWW's and IAWC's annual audit reports. 

IAWC customers wi l l  experience no material adverse change in utility service due 
to the Proposed Transaction. 

A W W  and IAWC wi l l  fund and maintain IAWC's treatment, transmission, and 
distribution systems so as to provide service and facilities which are in a l l  respects 
adequate. efficient, reliable and environmentally safe. 

RWE has made a commitment that AWW's common equity ratio w i l l  be at least 
45%atthe t imeofthe IPO. AsofDecember 15.2006, RWE has infused$l.l94 
billion ofcornmon equity capital into A W W .  I f  any additional equity i s  needed to 
achieve a common equity ratio for A W W  ofat least 45% at the time ofthe 11'0, 
the required infusion into AWW wil l  be provided prior to the IPO. The 
calculation of the common equity ratio w i l l  not include equity-like financial 
instruments. A W W  will file a balance sheet as ofthe quarter ended immediately 
preceding the !PO. 

By the execution o f  this Stipulation by thcir counsel, the Joint Applicants 

I. 

1. 

K. 

t.. 

M. 

N. 

0. 

P. 

14. 

affirmatively commit IO be bound by the conditions sct fotth in Paragraph 13 above 

15. Joint Applicant Thames Holdings is a wholly-owned subsidiary o f  R W E  AG 

("RWE"). a corporation organized under the laws o f  the Federal Republic o f  Germany. R W E ,  



thrwph the ncknowlcdgemenr o f  this Stipulation by Dr. Volkcr t ie ischhnp. a reprssentatiic of 

IRWF: duly aurhorized pursuant to power ofattorney of RWE. coniinits to the provisions o f  

Condition P ufParagraph 13 above. 

16. Based on the affirmative representations ofthe Joint Applicants. as sei lbrth in 

Paragraphs I 3  and I 4  above. and R W E .  as set forth in Paragraph 13, sub-Paragraph 1'; and 

Paragraph 15 above. the Parties agree to recommend that the Commission issue appropriate 

tindings o f  fact and conclusions of law to the effect that the terins and conditions of the 

Stipiilation are reasonable and should be approved. 

17. The Parties agree that Conditions No. 2 and 3 of the Commission's Order in 

Docket 01-0832 should be deemed eliminated. since neither American Water nor TWAUSHI 

w i l l  be subsidiaries o f  KWE after the Proposed Transaction, and any continuing requirement that 

Illinois American seek approval for B "reorganization" would be imposed by Section 7-204 ofthe 

I'CIA. and n u t  by the Order in Docket 01-0832. The Parties also agree that Condition No. 4 of 

the Commission's Order in Docket 01-0832, should be inodified as set forth in sub-Psragraph 

13.1 above. 

18. The Parties have entered into this Stipulation for the purpose o f  settling and 

compromising concerns in this proceeding, and this Stipulation resolves the Parties' ~oncerns in 

this proceeding as set Forth above and in the testimony and pleadings filed in this proceeding on 

behalf o f  each respective Party. 

19. The AG wi l l  withdraw the testimony o f  i ts witness. Mr. Rubin, from this 

proceeding. and will not introduce new evidence related to the subjects addressed in the 

Stipulation or undertake cross examinnlion of any o f  the Joint Applicants' witnesses at the 

hrariiig in this proceeding. Joint Applicants wi l l  modif) the Rebuttal 'Testimony submitted in 

! 

I 
! 

6 



this proceeding in the manner reflected in thc Rwised Robutlal Testimony accoinpan) ing rhc 

kliition for I,cwe to File Stipulation Eshibit B and Revised Kebuttal l'crtimcrny. 

70. 'Thc Panics wi l l  suppofl rhe inclusion ofthe terms ofthis Stipiilj l ion in m y  

I'roposed Ordcr tiled in this proceeding. 



Uarcd: February 27.  2007 

Mark P. dola 
Albert Stunevant 
Jones Day 
77 West Wacker 
Chicago. IL 60601-1692 
Phone ( 3  12) 782-3939 
Fax (312) 782-8585 

RESPECT F U L L Y S C I3 M I77.E D 

ILLINOIS-AMERICAN WATER 
COMPANY. AMERIC/\N L\'A.TER 
WORKS COMPANY. INC.. 'TI.I,AMES 
WATER AQUA US HOLDINGS. INC.. 
and THAMES WATER AQUA 
HOL.DINGS GmbH 

By Counsel 
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Susan L. Satter 
Illinois Attorney General's Office 
1 1 th Floor 
100 W. Randolph 
Chicago, IL 60601 
Phone (312) 814-1104 
Fax (312) 814-8876 

THE OFFICE OF THE ILLNOIS 
ATTORNEYGENERAL 

By Counsel 

Achowledged and agreed to by: 

RWE AKTIENGESELLSCHAFT 
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P o w e r  o f  A t t o r n e y  

Made this 30m day of November, 2006 

WHEREAS 

(A) We, RWE Aktlengesellschaft are a Corporation incorporated In accordance 
with the laws of the Federal Republic of Germany and with its registered 
oMca at Opernplatz 1. 45128 Essen. Federal Republic of Germany 
('RWE AG"). 

m 
(8) i t  is intended that RWE AG enters into a transaction involving, among other 

things, the negotiation of and entering into settlement agreements by which 
the regulatory procedures for the approval of the sale of the shares of 
American Water Works Company, Inc. are settled with the respective 
authorities (all of the foregoing the 'Transaction'). 

NOW, THEREFORE, we. RWE AG. hereby appoinl each of the following: 

I. Andreas Zeksche 
2. Jens Gernmecke 
3. Dr. Manfred Dass 
4. Chrlstlan Ring 
5. Gunnar Helberg 

. each having his business address ai Opernplae 1, 45128 Essen, Germany 

6. Dletrlch Flrnhaber 
7.  Dr. Volker Helschkamp 
8. Chrlstoph Quick 

~ each having his business address at 1025 Laurel Oak Rd., Vorhees, NJ 08054. 
USA - 

(each an 'Attornef) 

. each of them authorized lo solely represent RWE AG ~ 

to be our attorney, each of whom shall be vested with full power and authority In 
our name and on our behalf lo do all such acts and things as follows: 

1) lo agree, sign, seal. execute, amend and deliver on behalf and in the name of 
RWE AG any agreement, contract. memorandum. notice, communication, 
deed, declaration, instrument, lelter or Other document and to do ail such acts 
and thinos lhat the Attorney considers lo be required or exuedient in reiation 
lo the Transaction; 

E x h l b i t  A 
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2) lo do all such acts and things as the Attorney considers may be required or 
desirable in connection with the Transaction; 

3) to subdelegate the power of attorney granted hereunder on the same terms 
and conditions as set forth herein, except that a person to whom the power of 
attorney is subdelegated may not further subdelegate such power. 

This Power of Attorney is governed by and shall be construed in accordance with 
the laws of the Federal Republic of Germany without its confiict of law principles, 

This Power of Attorney shall expire on the 30” day of September, 2007. 

IN WITNESS WHEREOF this Power of Attorney has been executed for and on 
behalf of RWE &diengesellschafl on !he date and year first above written. 

RWE Aktiengesel!schafl 
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